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NOMINATION OF W. STUART SYMINGTON 


THURSDAY, APRIL 26, 1951 


Un Irep STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to eall, in the caucus room, 
Senate Office Building, Senator Burnet R. Maybank (chairman of 
the committee ) presiding. 

Present : Senators Maybank, Fulbright, Robertson, Frear, Douglas, 
Capehart, Ives, Schoeppel, and Bennett. 

The CHAIRMAN. The committee W ill come to order. 

Mr. Sy mineton, will you please come forward and be seated / 





TESTIMONY OF W. STUART SYMINGTON 


Mr. Symincron. Thank you, Senator. 

The Ciaran. It was the intention of the chairman to hold a 
meeting last week, but unfortunately Senator Douglas had some 
engagements in California and asked me if I would postpone it until 
today. 

As usual, the committee sent the nomination to the appr ypriate Sen 
ators. Senator Henning was perfectly satisfied and was ver pleased. 
Senator Kem stated he had no objection, and I therefore make those 
statements on their behalf. 

The nominatien reference and report will be inserted in the record. 

(The document referred to follows :) 


NOMINATION REFERENCE AND REPORT 


IN EXECUTIVE SESSION, 
SENATE OF THE UNITED STATES, 
Lpril 28 (legislative day, April 17), 1951. 
Ordered, That the following nomination be referred to the Committee on 
3unking and Currency : 
W. Stuart Symington, of Missouri, to be Administrator of the Reconstruction 
Finance Corporation 
, 1981. 
Reported by Mr. with the recommendation that the nomina 
tion be confirmed. 


The CrarrMan. Mr. Symington, we asked you to come down here 
because your name, of course, was referred to this committee for con 
firmation under Reorganization Plan No. 1 of 1951, affecting the 
RFC. It was adopted by the Senate and the House, I think, within 
the last 3 weeks in both instances, and the committee, I think, wanted 
to ask you some questions. 

Do you wish to make a statement ? 
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Phe Chairman. IT only had two questions [ wanted to ask. Regard 


less of whether the RFC is continued for long—and that is a matter for 
‘Ol gress to cdetermine—certall ly it will continue now, and under the 
haw Vou w I] I ike offi e Ol the 30th ot April, once confirmed by the 
Senate. The defense production officials said how necessary it was to 
ve additional funds appropriated for the RFC in order that it 
evht continue to make defense loans. As a matter of fact. it was 
hed a t} Joint Committee on Defense Production that one 
billion dolla Is ieiihedt Sak aemnaaene mobilization. Also inthe Presi 


dent’s me ssauge that is coming up to C Onvgress today there is a recom 
dation for another Defense Plant Corporation, not identical with 

which existed during the last war, but in general terms similar, 
It wasmy understanding that in reply tomy direct que my veste cay 
vhether the proposed Defense Plant Corporation would be limited 
trictly to Government operations for Government needs, T was told 
that it would be. In other words, if there is some certain type of 
jet propulsion equipment or other item that no private industry could 
manufacture, then and then only would the Government go into the 
building of plants to manufacture such items. Before the Joint 
Committee on Defense Production a week ago, Mr. Harrison, Defense 
Production Administrator, and Mr. Fleischmann, Director of the 
National Production Authority, testified on the record that such was 
heir understanding. I wanted to make clear at the White House— 

d that was made very plain to me—that the Government would only 
VO 1Nto busin ess W he ‘re the ‘re Was no pr ivi ate business, and only ¢ YO into 
business where the Government would be the purchaser of the entire 
product, or certainly a vast majority of it. IT wanted to ask your 
ideas on that. 

Another thing I wanted to ask your idea on is how do you intend 

RIC Administrator during the time you are here to try and see if 
ve cannot do something to break up these big contracts, so that small 
firms can get more than merely newspaper articles or publicity. They 
ret P lenty of publicity of f what is going to be done, but there is very 
little that en ena done to enable them to share fairly in the economic 
mobilization effort. 

I have been talking about small-business interest in these things and 
siso about Government plants. Then there are also some other ques 
tions that Senator Fulbright and Senator Douglas want to ask you. 
I wish you would state your opinion about this Government p lant busi 





| 


ness, because the Presidential message concerning that is comi he up 
here today, and also about small business. 

Mr. Syminoron. Mr. Chairman, I know little about this subject. 
md naturally, if Tam confirmed I would like to vet into it: but it seems 
to me that the Defense P 
only for defense plants. 

On the second pom, I believe one of the Most serious problems how 


lant Cor poration concept would be a concept 


facing this country is the reduction in the amount of small-business 
concerns as against the growth of large business. 

The Cramman. It is deplorable. 

Mr. Symineron. Normal small business as well as defense small 
business. 

The CHArrMAN. Senator Fulbright, do you want toe ask some 
questions / 
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Senator Futprient. Mr. Symington, I had a few questions that we 
would like to have your views about. I think they are not too con 
troversial, but it would be reassuring to the committee and the public 
to have your answers in view of and in light of the investigation which 
we have had of the RFC for the last 2 years. 

Mr. Symington, as Administrator of the RFC, if you are con- 
firmed by the Senate, will you have a free hand to carry out your 
responsibilities under the law / 

Mr. SymineGron. Yes. sir. The President assured me that I would 
have a free hand. 

Senator Futsricnur. Will you have access directly to the President 
of the United States when your problems are such as in your judg- 
ment to require White poo counsel 4 

Mr. SymincTon. Yes, s 

Senator FULBRIGHT. ie will not have to go to anyone else: you 
will have free access to LO to the President whenever you choose ¢ 

Mr. Syminoton. Yes, s 

Senator FULBRIGHT. ae you in any way beholden to Mr. Donald 
Dawson for your nomination to be Administrator of the RFC / 

Mr. Syminoron. No, sir. 

Senator Futsricht. Are you beholden to the chairman of the Demo- 
cratic National Committee, Mr. Boyle ? 

Mr. SyMINGTON. No, sir. I never discussed my appointment to the 
RFC with either of those gentlemen. 

Senator Futsricur. Anyone else / 

Mr. Symineaton. Am I beholden to anyone else / 

Senator Futspricnut. Yes. 

Mr. Symincron. No,sir. [am here because the President asked me 
to take the job. 

Senator Funsricur. Have vou discussed vour responsibilities as 
Administrator of the RE ‘with Mr. Dawson or Mr. Boyle / 

Mr. Syminaron. No, si 

Senator FULBRIGHT. ee it been, or will it be, necessary for you to 
consult with any other Government official with regard to the appoint- 
ment of employees to positions of responsibility in the RFC 

Mr. Symineron. No, sir. 

Senator Futsrienr. With regard to the reassignment of the present 
employees ¢ 

Mr. SyMiNnGron. No, sir. 

Senator Futsrient. Mr. Symington, the former Chairman of the 
RFC, Mr. Hise, told this committee last summer, that the managers 
of the various RFC field offices, so-called loan agencies, of which there 
are 31, were selected for their jobs on the merit basis. We found later 
that this was not exactly accurate. We found that the agency s man- 
ager’s job was sometimes considered a political plum. 

What do you think about this particular item ¢ 

Mr. Syminoron. I think they ought to get the best man, the most 
experienced man in the community, regardless of anything else, to 
serve as their head man in that community, Senator. 

Senator Funsricgur. In other words, you do not regard it as a 
proper office to be used as a reward for political activity / 

Mr. Symineton. No, s 











4 NOMINATION OF W. STUART SYMINGTON 


Senator Futsrient. You understand that the RFC is an independ- 
ent agency, do you not, and that it differs from most of the agencies 
in the executive branch of the Government in this respect 

Mr. Syminoron. I do not quite understand that question. 

Senator Futsrieut. Well, I feel, and I think the proper interpreta 
tion of the law is, that the RFC is in a different position with regard 
to the executive branch of the Government than a department, for ex- 
ample, the De partine nt of Commerce, or any of the de partments on 
the Cabinet level. The Congress set up the REC as an independent 

reney with the thought that it oce uples a little different relationship 
tothe President than these other agencies. 

It has a direct relationship to the Congress, on the one hand, but 
even above that it is an independent agency, and as administrator 
of it you should exercise your independent judgment. You will have 
final responsibility that the Board had under the old organization 
form. You would have final responsibility for it, and vou should not 
accept an ove rridi ng direction from e ‘ither the President representing 
the executive, or the Congress in specific instances. That is what we 
were getting at. 

Mr. Syminoron. I do not know the detail of that enough to comment 
on it, Senator. 

Senator Futsrieutr. We feel the same way about the Federal Re- 
serve Board, that while it 1s quite proper for them to consult. and they 
should consult, the executive branch and should have due regard for 
the views of the Secretary of the Treasury, in the last analysis they 
have full responsibility, and to say, “Well, after all, we are good 
Democrats or good Re Pp uublicans.” as the case may be, “and we ought 
to follow the policy,’ * that that is not a legitimate answer in their 
case as it might be in a decision of the Department of Commerce. 
There has to be that attitude on the part of a Cabinet officer. 

Senator ScHOEPPEL. Will the Senator speak a little louder, we cannot 
hear him. 

Senator Futsricgur. What | was trving to do was to high light a 
point which bothers us a great deal about the relationship of the RF( 
to the executive and the legislative, as distinguished from a Cabinet 
department, that is, the Department of Commerce or the mentees 
of Interior, or those other agencies which are part and parcel of the 
executive branch. 

My own fee ‘ling is that in the De partments you havea greater degree 
of subservience to the President than you should have in an agency 
such as RFC or the Federal Reserve. The Congress has tried to set 
them up on a little different basis, giving them complete responsibility, 
final responsibility for their actions, which I do not think is true in a 
Cabinet oflicer. He cloes have a relationship to the President a little 
different from what the Administrator of the RFC has, at least in 
my opinion. 

Senator Ropertson. Mr. Chairman, will the Senator from Arkansas 
vield? 

Senator Futsrtenr. T will yield. 

Senator Ronrrrson. Does the Senator recall that “the Lord giveth 
and the Lord taketh away, blessed be the name ot the Lord ?” And 
who the President appoints the President shall remove. He has no 
control over the people he uppomnts, even though the theory of the 
RFC is that it should be a stri tly business organization. 
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Senator Funrricut. I take it, the Senator is unwilling to recognize 
any degrees within that very broad generalization which he stated. 
The fact is in the administrative affairs of the Government we have 
seen the differences in the degree of independence in many cases, have 
we not? Ithink the Senator from Virginia will admit that Mr. Jones, 
as Administrator of the RFC, was not quite as subservient to President 
Roosevelt as the Secretary of the Treasury was at the same time. 

Senator Ropertson. That is true, but the Senator from Virginia 
is going to vote to abolish the RFC, but if it is not abolished the plan 
suggested by the President suits me fine. 

Senator Funerigntr. This morning we are not considering whether 
we should abolish it or not. It is only the question of confirming of 
Mr. Symington. I would be glad to ‘discuss the matter of abolition 
with the Senator from Virginia at a different time. 

Mr. Symington, have you ever read any reports of the RFC Sub- 
committee or re ports on the RFC made | V the Committee on Banking 
and Currency / 

Mr. Syminaton. Yes, sir. 

Senator FuLtsricnt. Have you read the re ag of the so-called Buck 
subcommittee, which was published March 10, 1948 7 

Mr. Syminoton. No, sir. 

Senator Futsrienr. T would like to read just one short paragraph 
and call it particularly to your attention. One reason I do this is 
that I discovered in the course of the hea rings about 2 weeks a igo that 
one of the present members of the Board of Directors of the RFC 
never read the Buck report or the other reports or the law under 
which the RFC was functioning, so I just wanted to suggest that we 
thought it might be appropriate for the Administrator to read some 
of the reports and possibly even the law which applies to the RFC. 

This is one paragraph I wanted to read for the record. It is on 
page 13 of the report of March 10, 1948: 


It is the opinion of this committee 
this is the Buck subcommittee— 


that in those fields in whieh RFC has the responsibility for its actions, it should 
be allowed to exercise its discretion free from interference by other govern- 
mental agencies and departments, and for that matter free from all influence, 
whether from officials in the Government or from Members of Congress. Only 
under those circumstances can REC be expected to do its job properly and with 
full accountability. Attempts to influence the business judgments of RFC by the 
use of political influence, even though well intended, are a constant menace to 


sound administration. While the general policies of the RFC, like those of 
other Government agencies, should be reviewed and coordinated by the President, 
this general review should not extend to particular loans. The business de- 


cisions of RFC should be the independent judgments of its Board of Directors. 


\s I say, that was taken from the Buck committee report which was 
: Re ‘pub ican committee, that is, the majority party was Republican, 
a cort uinly, as far as I can speak for myself, I thoroughly agree 
with that statement as applied both to the Executive and to the Con- 
gress. I think you will find that in the long run you will not please any 
Congress even if you do everything they ask you to do. In fact, you 
may have less trouble if you do not. The reason I bring that para- 
graph to your attention is that the Congress and this committee, I 
think, took a very wise attitude toward the problem of independence 
at that time and the trouble is the Board of Directors had not followed 
that committee report. 


83015—51———-2 
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That paragTi iph wis repeated in the present subcommittee’s re port 
on February 5, 1951. Does that par: es ‘ap yh coincide with your view 
regarding the independence of the RFC 

Mr. Symineron. I think as a public servant one would do his best 
to serve the administration and the iJ ongress and eve rybody else: | ut 
n the last analysis, after one has analyzed it, one ought to do what he 
thinks is right. That would be my concept of how to best handle 
the lob. 

Senator Futsriaciur. Would you say that paragraph fairly repre 
sents what you think to be the proper attitude on the part of an ad- 
mhinistrator 4 

Mr. Syminoron. I would say so; yes, sir. 

Senator Futsrienr. What do you think is the significance of a 
statement of policy In the report as distinguished from a require- 
ment inthe bill/ 

Mr. Symineron. T suppose that putting a requirement in the bill 

i legal interpretation of the statement of policy. 

Senator Funsriaur. That is a very practical matter. The RFC 
Board seems to think that because that statement was not in the law 
itself they did not have to pay any attention to it. I have always felt 
that a statement of that nature by a committee should be very influ- 
ential, that the Board should ome that that is the policy of the 
act and it should follow it just as if it were in the act itself. 

Irom time to time during the tee which we have held in 1950 
and early 1951 concerning the RIC we had considered relationships 
between the RFC and the Members of Congress. We have received 
the impression that RFC loans have sometimes been given special 
ittention because some Members of Congress or some Senator ex- 
pressed an interest in the application. Would vou care to comment 
or give us your views on that statement / 

Mr. Syminoron. I think it would be entirely proper for a Member 
of Congress to ask that a constituent be ovivel a loan provided the 


terms were right. I do not think there should be any special favors 
as a result of his doing it. 

Senator Futsricur. The question is, What is the proper response 
to such a request ¢ 

Mr. Symineron. You asked me if I had previously discussed any 
commitments with respect to one branch of the Government. I have 
no commitments with any branch of the Government. 

Senator Fuibric rie I think it would be helpful if you would give 
the committee very briefly your views about the functions of the Dep- 
uty Administrator of RFC. What sort of a man do you think vou 
ought to | ive ¢ 

Mr. SyMincron. Senator, | purposely kept away from getting into 
details because I might not be accept able to the Senate. J thought it 
would be bad form to get involved in RFC details. so I have kept aw: Ly 
from it. But inasmuch as my experience outside of Government has 
heen primarily that of an industrialist I would think it would be wise 
for the De ‘puty to be a man with broad banking experience. 

The CuamrMan. Let me say this for the record : this point. When 
your name first came down I talked to you and I delayed calling a 
hearing on your confirmation, as I said, until Senator Douglas could 
attend, because of the Senator’s wishes to fill several i Important engage- 
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ments on his schedule. After we had talked together there was only 
one thing you wanted to do, and I wrote a letter to that effect, and 
before I sent you the letter I showed the letter to Senator Capehart. 
You told me that you were going into something that you had not 
kept up with. You were going into something new, and that you did 
want the right to look around as much as you could so that if there 
were any loans pending or matters pending that might be thrown in 
your lap and thus become your responsibility, you wanted to know 
just what was what. So I got the understanding—well, that is Whiat 
you asked . me—that you wanted a letter which I wrote and showed 
to Senator Capehart. I thought he was the proper one to show it to. 
as he is the ranking Republican on this committee. The letter stated 
that we did hope you would look around. I just mention that here 
because you talked to me not in confidence about it, but merely be 
cause your name had come down to the Senate for confirmation. 

Mr. Syminaron. May I speak to that a minute, sir / 

The CiatmrMan. Yes; I wish vou would. 

Mr. Symineron. It seemed to me that it would be a good idea if 
I would have an opportunity to discuss with the present Chairman 
of the RFC questions, in a broad way, and I asked Senator Maybank’s 
permission to talk to Mr. Harber. That : have now done once at con- 
siderable length. However, I thought it best not to discuss with him 
any matters of any particular loan, or any particular problem that he 
had. I suggested that we not do that. All I discussed with him was 
the organization and the function of the RFC as he saw it in a broad 
and general way, without getting into any problems that were up 
at this time. 

The Cuamman. But you were fearful that some problems might 
come up, so I wrote the letter as chairman of the committee. Before 
I sent the letter to you I showed it to Senator Capehart. I will ask 
permission to put the letter into the record so that there will be no 
misunderstanding as to what happened. 

(The letter referred to follows :) 


UNITED STATES SENATE, 
COM MITTEE ON BANKING AND CURRENCY, 
ipril 18, 1951 
Hon. W. STuartT SYMINGTON, 
Chairman, National Security Resources Board, 
Washington 25, D.C 
DEAR Mr. CHAIRMAN: I am writing this letter in further reference to my 
telephone conversation with you this morning 
It is my judgment as chairman of this committee that it would be well to con 
fer at the earliest opportunity with Chairman Harber of the Reconstruction 
Finance Corporation. It seems to me that it would be proper for you to discuss 
with him the status of the RFC’s outstanding loans and any other loan or 
policy actions which might be taken between now and April 30 
With kindest regards, 
Sincerely yours, 
SURNET R. MAYBANK, Chairman, 


Mr. Syminoron. That is all I have done, Mr. Chairman. I hada 
lone discussion with Mr. Harber : bout the situation. 

Sonator Futsricur. There are one or two other things, Mr. Syming- 
tion. I would like to call your attention to one or two provisions in the 
bill which is pending before this committee. There is one of particular 
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interest that I would like to have your views about. It is on page 13 
of the bill, and I will read part of it: 

(f) The Corporation shall maintain as a permanent part of its records a 
docket which during the regular business hours of the Corporation shall be kept 
ivailable for public inspection. The following information shall be posted in 
suid docket without delay upon receipt of an application for a loan: 

1. The name of the applicant and, in the case of corporate applicants, the 
names of the officers and directors thereof 

~’. The amount and duration of the loan for which application is made 

3. The purpose for which the proceeds of the loan are to be used 

t. A description of the security offered. 

The names of all persons who shall represent the applicant or who shall 
ntercede for the applicant, or who shall attempt to influence the Reconstruction 
Finance Corporation in any manner, either for or against the applicant in 
the exercise of its judgment in connection with said loan 

What do you think about that provision ¢ 

Mr. Symineron. I think the more publicity, Senator, that you 
could give the question of any loan and the circumstances surrounding 
it. the better off it would be for the lender, and the better off it would 
be for the recipient. Some people have told me in the banking busi- 

ss that it might be delicate for certain aspects of a loan to be a 
matter of public record. They, incidentally, are bankers. Whether 
or not that is true, I imagine it is one of the things I would want 
to look into it and when I was confirmed. I have no real knowledge 
of this, but I believe that one of the problems of the RFC has 
been a tendency to be oversecretive with respect to its functioning. 
It has been my experience in other departments that that was never 
an asset, 

Senator Futsricur. | am glad to hear VOU say that. I think that 
that provision alone would make your job a whole lot easier than 
it would be otherwise. My feeling about the thing is that you would 
be on much sounder ground at all times were there such a provision 
in the law. It is not now in the law nor is it now practiced in the 
REC, 

Mr. Symineron. It would certainly be a benefit to the clecider in 
respect to a loan. 

The CuarrmMan. I would like to ask Senator Fulbright if he would 
vicki! in order that I might ask unanimous consent if it would be 
agreeable to the committee for Senator rear to ask two questions. 
The Senator has just been called to make a quorum at the Finance 
Committee, where they have a very important bill under considera- 
tion, If that is agreeable, we will let Senator Frear ask his questions, 

Senator Futsrient. I yield to Senator Frear now. 

Senator Frear. Thank you very much, Mr. Chairman. 

Mr. Symington, I do not want to ask any personal guestions about 
the Emerson Manufacturing Co., but in your opinion was that a small 
or a large business / 

Mr. Syminetron. As I understand it, the technical definition of a 
small business during the last war was that it have 500 employees 
or a dominant position in its industry. Inasmuch as my three prin- 
‘ pal ompetitors were Westinghouse, General Electric. and Genera] 
Motors, I always felt that, relatively speaking, we were small busi- 
ness, although we employed many thousand people 

Senator I REAR. Of course, that question would just portray the 
background of youl vympathy, whether it is going to be for ‘large 
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or small business. Personally, my sympathy goes toward helping 
the small-business man. 

In making loans with the RFC, do you have any idea as yet as to 
whether vou would prefer MAKING the entire loan, that is, the full 
honparticipating loan to an applicant or on a participating basis, o1 
even as a secondary position ina loan ‘ 

Mr. Syminoron. When I came in the Government, Senator, the 
only position I kept in private business was a directorship of a bank 
in St. Louis, the Mississipp1 Valley Trust Co. Lam not a banker by 
training, but I would say that everything else being equal, and with 
the premise that you always wanted as much support in a community 
as possible, and with the premise that the average bank is run by a 
respected citizen in the community, I think the more participation 
you had the better. That, however, is only my opinion as a layman. 
| have not studied the matter. 

Senator Frear. Well, I am glad to hear that, because personally 1 
believe in partic ipation to the greatest extent possible. 

Providing there was a newcomer into any field of industry, and 
certainly he needed financing, and the local financing institution, 
whether it be a bank or insurance company, did not see fit to grant 
that loan, but would make a first mortgage on it, a well-protected 
mortgage which was not sufficient to give the entepenen necessary 
financing, would you consider a secondary mortgage or loan ¢ 

Mr. Syminoron. I dislike not answering a question “yes” or “no,’ 
Senator, but I would rather look at that a think about it. 

Senator Frear. | can appreciate that, Mr. Symington. That was 
just a matter for the record and I know you should have the op 
portunity to study those things before such questions are asked. 

The final question is: I think in our hearings before the ReC Sub 
committee it was brought out that the press had difficulty in getting 
information from the RFC, information that seemed to be rather of 
general interest and public in nature. Do vou have any ideas about 
what the procedure would be in the office of RFC under your guidance / 

Mr. Symincoron. | have always found that it has helped to wor! 
with the press. I have always been able to trust the press. I think 
the more you can work with the press—whi ch is actus ally working with 
a medium of public information—the better off your agency is. 

Senator Frear. Fine. Thank you very much. Thank you, Mr. 
Chairman. 

Senator Futsricnt. Mr. Chairman, I do not want to occupy all the 
time, but 1 was interested in making a record, partly for guidance in 
the future, and I only want to ask one or two more questions. 

Section 4 (a) of page 6 of the bill that I mentioned a moment ago, 
S. 515, there is this section: 

Where it has been determined by the Corporation that financial assistance is 
not otherwise available on reasonable terms and that a substantial public interest 
would be served, the Corporation within the limitations hereinafter provided is 
authorized, either directly or in cooperation with banks or other lending institu 


tions through agreements to participate or by the purchase of participations 
otherwise 


, or 


to make loans. 
There is specific mention of the public interest in the bill itself. 
Following that, Mr. Chairman, I would like to insert in the record 
the comments relating to public interest which appeared in the report 
of the subeommittee on the Texmass loan last fall. 
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Phe Cuammanx. Without objection that will be inserted in the 
record 
ihe excel pt referred to follows :) 


In Report 974, Eightieth Congress, second session, the predecessor to this sub- 
minittee recommended as an additional “control” upon the lending powers 
the Reconstruction Finance Corporation the following : 


Second. In deciding whether to grant a loan, the primary consideration 


hould be the interest of the general public rather than the interest of the individ 

ual borrower The committee believes that RFC should not engage in 
ending of a purely private character where the benefit to the general public is 
remote, whether the loans be large or small.” 


Chis test was not intended to add to the lending powers of the Corporation, nor 
to minimize or weaken the statutory restrictions and limitations. On the other 
hand, in this subcommittee’s view, it was intended as an additional limitation to 
be considered and applied only when a loan had otherwise qualified for assistance 
from public funds by coming within the statutory purposes and powers, and meet- 
ing the test of the statutory restrictions and limitations. In other words, after 
a loan has clearly qualified under the statute then, and then only, should the 
question of public interest be raised or considered 

Phe subcommittee realizes that the test of public interest is a broad one, sus 
ceptible to many varieties of meaning. Used as an additional reason for granting 
a loan, it would serve to expand the Corporation’s authority immeasurably and 
preclude any clear accounting for the exercise of such power. Used, however, 

in additional check upon the powers of REC, the test, although broad, may 
live utility 

ihe subcommittee is disturbed that in the Corporation's official statement to 
the subcommittee, and in the testimony of the REC officials, the concept of public 
interest seems to have been employed as an addition to the statutory lending 
powers. The comments in the statement under “Public interest” point to the 
importance of oil to our national economy, the need of conserving oil resources and 
possible repercussions in a locality from business failures. The statement includes 
brief statements from aaa ‘ a n Dallas, Tex., commenting generally upon 
the Texmass loan (hearings, p. 62). 


Senator Futsrieur. T will hold any further questions at this time. 

The CuarmMan. Lthought we would alternate from the right to the 
left of the committee table. 

Senator Capehart ¢ 

Senator Carrnarr. I do not know that I have any questions, par- 
icularly. I might ask this question: Do you feel that every one of 
the 150 million Americans should have a right to borrow money from 
wrC ? 

Mir. Symineron. I think each should have as much right as any 
other, sir. | 

Senator Carenmarr. The second question is, Do you feel that RFC 
hould lend money to people to start a new business? 

Mr. Symrneron. Again I would like to sav that I have not studied 
this very thoroughly, but I read the report of one company, the Rib- 
bonwriter Co. It seems to me that when you get into the question 
of lending money for venture capit: alas against lending a business 
that was going well and then got in trouble later, the situation is dif- 
ferent: and therefore my personal opinion, if I may not be binding 
inyself, is that unless it was clearly in the interest and necessity of 
the war risk, in which case Mr. Wilson and General Marshall both 
would know, I think the idea of havine the t: ixpaver back a supposedly 
evood idea is not in accordance with American tradition. 

Senator CAprenarr. That is all T had. 

The CrarrMan. Senator Douglas? 

Senator Doucias. Mr. Svmineton. IT want to say at the outset that 


from all that Tecan learn vou have had a fine record as a public servant 
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I want to ask some questions about standards to be followed in mak 
ing loans and in the conduct of attorneys and employees. Before I 
ask the questions, I should like to make this observation: that I think 
some of the mistakes the previous Board of the RFC made resulted 
from the fact that the law itself had no clear standards to be followed 
and because they did not develop general rules themselves and treated 
each case as a new case and hence found themselves taking steps, 
hardly realizing what they were doing, until finally it developed that 
they had made decisions which public opinion would not approve. 
So these questions I ask will not be critical of you in any sense, but 
to see if in advance we cannot work out some standards which will 
be a guide. 

The first question T should like to ask is this: Do you think the RFC 
should make a loan to finance a luxury hotel, where the hotel rates 
would run from a minimum of $30 a day to $50 a day? Should the 
taxpayer's money, with the possibility of loss, be used to finance luxury 
accommodations for a restricted class of wealthy persons / 

Mr. Symineron. I do not think so: no, sir. 

Senator Dovcias. Even though the loan would be repaid / 

Mr. Symincron. Could I dwell on that a little, if I may, Senator / 

Senator Dougias. Surely. 

Mr. Syminoron. I understand from private bankers that the Fed 
eral Reserve have now a credit policy, the idea of which is to control 
inflation by limitation of credit, and the bankers, I understand, all 
over the country, are doing their best in the main to live up to that 
request for the control of credit. 

Senator Dousnias. In other words, your standard then is not the 
use to which the loan is put—— 

Mr. Symineron. May I finish, Senator ? 

Senator Doug as. Oh, surely. 

Mr. Syminetron. If that is true, certainly the RFC would not want 
to go off on a separate tangent by itself against policies which the 
banking industry and the Federal Reserve think are right to control 
inflation. So I would like to make that point with respect to that 
luxury hotel. 

Now. as regards to what I would or would not do with respect to a 
hotel, inasmuch as it is a particular hotel I have read about, any 
answer I give would, or would not, be a criticism of the past man 
agement of the RFC, 

Senator Dcuauas. T am trying oe to let bygones be bygones and only 
raise these matters indirectly insofar as they throw light on future 
policy. 

Mr. Symineron. Well, I would say I do not think, based on the 
way vou described it, high rates in a luxury hotel would be a good 
loan for the RFC. 

Senator Doveras. Even though the law may not specifically 
clude the provision, you feel then that the standard of public interest 
is implic it in the law. It is not enough that the loan be repaid, but it 
should be required that the loan would serve a public interest: is that 
your feeling / 

Mr. Symineron. IT would think so: ves, sir. 

Senator Doveias. Would you approve an RFC loan to finance the 
construction of a bul ling the major portion of whose net revenue 
were largely derived from gambling / 
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Mr. Symineron. Again I would like to review what I said before, 
about the question of criticizing the “9 management. In this case 
the review board, as I remember it, if it is the Mapes case you have 
in mind, sir, was opposed to the loan. "After reading about it, from 
what I could gather, I believe the review board was right. 

Senator Dovcias. Would you approve a loan to finance a liquor 
store? Tam not asking you whether you wish to join the Women’s 

hristian ‘Tempe rance Union. 

Mr. Symineron. If you do, I will say no. 

Senator Dovucias. So you think there are certain types of enter- 
prise in which even though the ‘y pay out, public money should not 
be invested. 

Mr. Symineron. I think that is right, Senator. 

Senator DoucLas. Suppose a loan is presented to you with a re- 
quest for some millions of dollars and upon examination you find 
that two-thirds of the money is to pay off loans which well-established 
private banks and insurance companies hold, so that one-third of the 
loan is for development and two-thirds of the loan—well, I guess I 
should not use the term “bail out”—but two-thirds of the loan is to 
reduce a possible loss by well-established private enterprise. Would 
you say that would be a — loan ¢ 

Mr. Symineron. No, sir; I wouid not. 

Senator DovcLas. In dha words, the major portion of the loans 
made should, in your judgment, go for active development rather 
than to reduce losses which existing investors can take ? 

Mr. Syminoron. I would think so; yes, sir. 

Senator DoucLias. You may have to reduce some losses in order to 
eut the costs which surround a company so that it can go forward 
in development, but reduction of bank losses should not be the princi- 
pal or even a major consideration. 

Mr. Symineron. If I could put that in words we used in industry, 
it would be a question of whether you want to risk putting good 
money after bad. 

Senator Carenartr. Will the Senator yield, please ? 

Senator Dovugnas, Certainly. 

Senator Carruarr. Why should the loan be made even for that 
one-third of development ¢ 

Mr. Symineron, I do not think it should. I was trying to follow 
some of the cases I had read about, Senator. In some cases there 
Was participation, as [ remember it; and then after participation 
there was a question of whether more money should be lent in order 
to protect the original participation. 

Senator Carruarr. Yes: I understood the question. The question 
was, of course, Should RFC loan money to bail out the existing in- 
debtedness ¢ 

Mr. Symineton. The answer to that, in my opinion, would be “No.” 

Senator Carrnarr. Your answer was “No,” 

Mr. Symrineton, Yes, sir. 

Senator Carruarr. Then my question was under such circumstances 
on What basis would you be justified in making an RFC loan to the 
other one-third in this instance ! 

Mr. Symineron. Well, if a bank in a community lends money to 
a business that is important ‘for the war effort, and the bank is en- 
tirely solvent, if the loan turns out-—at least in the bank’s opinion— 
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to be sour, I should not think the bank should be allowed to be bailed 
out by the taxpayer. That is all I meant, sir. 

Senator Carenart. I agree 100 percent. My point is under what 
circumstances would you feel justified in making the loan to that cor- 
poration other than even for development or for production ? 

Mr. Symineton. I do not think you should make loans if they can 
get the loan somewhere else. 

Senator Carenart. Well, even though they can get it, what would 
be the yardstick or the governing factors that would justify a loan 
at all? 

Mr. Symrineron. I think there was a case given in one of the hear- 
ings before your committee where the two leading bankers of a town 
advocated a loan with the approval of the agency and review com- 
mittee for housing for a defense a In a case like that, 
sir, I think it would be a good loan for the RF¢ 

Senator Carenartr. If it were for defense. 

Mr. Symineron. Yes, sir. 

Senator Carpenart. Forgetting defense, if it were purely on a civil- 
ian basis. 

Mr. Symineron. It is hard for me, without having had a chance, 
really. to hear both sides of this, to take too strong a position as to 
what I would or would not do in a loan situation. I would like to 
take a position, but am afraid it might catch up with me later on, cir- 
cumstances I do not know about now. 

Senator CaprHartr. Thank you very much. 

The Cuamrman. Any further questions / 

Senator Dovetas. Yes. 

Mr. Symington, suppose you have five or six large corporations 
with very large assets running into the hundreds of millions of dol- 
lars, forming a corporation with a stock value, say, of $178,000,000. 
They put in 1914 million more themselves by way of a loan and ask 
for a loan of 1814 million from RFC. The new corporation is a de- 
velopmental corporation moving into a new field of research. 

Under those conditions, if the enterprise fails, the Government will 
lose the $1814 million. It is true the private parties will lose their 
$1914 million. But, if the enterprise succeeds, the loans are paid, and 
the holders of the nominal amount of stock, namely, $178,000,000 
worth of stock—and this corporation shall be nameless—will then 
make a big killing. What would you think of such a loan if it were 
presented to you! 

Mr. Symineron. I think I know the corporation you are talking 
about, sir. 

Senator Dove.as. I have not mentioned any name. 

Mr. Symineron. I imagine your thought is that there should be 
more equity money put up by the stockholders in question, or less 
inoney put up by the RFC, where there is no opportunity to take 
advantage of profits from equity. 

Senator Doveias. You anticipated one issue I had in my mind in 
connection with the question which I asked. 

Mr. Symrineron. In the case of that loan, and the circumstances, 
the opinion of the Department of Defense and the Office of Defense 
Mobilization would have a lot to do with my thoughts on it. 


83015—51———3 
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Senator Doverias. Well, suppose the war situation abates and this 
is peacetime and this has no military significance. What would your 
decision be under that set of circumstances ? 

Mr. Symineron. Senator, I think that isa difficult question. 

Senator Doucras. It is an embarrassing question; I recognize that. 
I did not intend to make it embarrassing, but what we are trying to do 
is to have you form standards of judgme nt in advance of taking office. 

Mr. Symineron. Just as when in private business you work as hard 
as you can for the stockholders without breaking the rules, so I think 
when you go into Government you should work as hard as you can to 
make the best deal you can for the Government without breaking the 
rules. What this really gets down to is whether or not that was a good 
deal for the taxpayer. I would ask you not to have me comment too 
broadly on that, sir. 

Senator Doveias. Well, let me ask you a general question without as 
close an identification: Do you think that as a general rule large pri- 
vate corporations should ask the Government to furnish a large pro- 
portion of money to develop new processes ? 

Mr. Symrneron. No. 

Senator Dove.as. Is not that a risk that they should take them- 
selves ? 

Mr. Symineron. I think so; yes. 

Senator Dovetas. And is it not inconsistent to say on the one hand 
that the private-enterprise system should be allowed to function freely 
and on the other to have the Government take at least half the risk 
which corporations could well take themselves ? 

Mr. Symrneron. Yes; I think so. 

Senator Doueias. Can private enterprise ask for rights unless it is 
willing to assume risks and burdens? 

Mr. Syminoron. I think I agree with you on that; yes, sir. 

Senator Dovue.as. One of the things which I think made both Sena- 
tor Fulbright and me somewhat dubious about the past management 
of RFC was the number of cases in which we discovered that em- 
ployees of the RFC would pass upon loans and have some part in the 
approval of these loans, and then after the loan was granted move 
into the employ of the concern which had obtained the Joan. 

Senator Fulbright introduced a bill in the Eighty-first Congress 
which was passed ‘by the Senate and defeated in the House. The then 
members of the RFC Board said that they saw no necessity for such 
a bill. We would not be surprised if they used influence in the House 
against it covertly. 

“What is your feeling about that? 

Mr. Symrncron. I would be ve ry much for that bill, with no reserva- 
tion of any kind whatever. 

Senator Dove.as. In the event of such a bill, would you favor the 
continuation of a rule, an administrative rule, which would prevent 
the employees within a given period of time from taking employment 
with the company which had been granted the loan ? 

Mr. Syminoton. I would; yes, sir. 

The CuatrMan. Would the Senator yield ? 

Senator Dova.as. Yes, sir. 

The Carman. Of course, I supported Senator Fulbright’s bill, 
and believe as you do that it is entirely wrong for employees of the 
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RFC who handle matters for the RFC to then go out and get private 
employment closely connected with the very matters they “have been 
handling. 

But how can you promulgate an effective rule to stop them? I 
brought that up at this same committee last year. I approved certain 
people whose names I do not recall, but for instance, in the SEC just 
the other day one of the Commissioners left to be the head of the curb 
market, and the Senator and myself who were on the subcommittee at 
that time did everything we could then and since then to discourage 
these things. But I just ask you the very same question. If you have 
a rule, how can you stop somebody from violating the rule? “I would 
just like to get the record clear because Senator Douglas knows that I 
feel exactly as he does on that situation. We went into the SEC ap- 
pointments last year for several hours to try and bring that out. Of 
course, you can make a rule like the Supreme Court has that Govern- 
ment employees cannot practice before the governmental agency they 
leave until a specified time has elapsed—or something of that kind. 
But the Supreme Court is a judic ial body and its rules can effectively 
govern lawyers who appear before it. But how can you pass rules 

rather than statutes to stop someone from entering private employ- 

ment of the type I described? That is what I would like to know. 
I would like to see it done. I would like to see such a law passed. 
I wish you would comment on that. 

Senator Doveias. The chairman has raised a very interesting point, 
which is that where an employee of an administrative body is hired 
by a private concern in order to facilitate future loans or future 
favors, you can diminish that practice by saying, “you cannot repre- 
sent them before this body in the future,” but where the offer of 
private employment is given as a reward for past actions inside an ad- 
ministrative body, then by resigning the man frees himself and ceases 
to be a public employee, he is no longer bound by administrative rules, 
at least, and you have no control over him. I think that is what the 
chairman means. 

The Cuatrman. That is what I wanted to bring out. In the SEC 
we brought that out very plainly. SEC has a rule also that no one 
who is in their employ can come before the SEC on a hearing which 
he had anything to do with. Is that right, Senator? That is what 
we brought out at the hearing, but you cannot stop him from going 
somewhere else to work. I question whether Mr. a could 
effectively stop a former RFC employee by a rule, a man was 
giving the employee a job. Such an employee might not be able 
to appear before the RFC but how could the RFC Administrator stop 
someone from hiring the former RFC employee? I just want the 
record to show the problem that exists. I know you would do every- 
thing you can to see that an RFC employee takes no unfair advantage 
of his position with the RFC. 

Mr. Symincron. Perhaps you could make it a condition of the 
loan. 

Senator Futsrieur. That is what the law did. It provided that 
for 2 years he would be employed, and if he was 

The Cuatrman. I support the passage of such a law, and I believe 
in such a law. But I wonder whether you can make a rule to operate 
effectively in the absence of such a law. I voted for the bill. The 
House did not pass it, but the Senate passed it. 
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Senator Dovetas. Mr. Symington made a very significant answer 
which I think ought to be dwelt upon in the record, namely, he is 
saying that as a condition of the loan a borrower should agree not to 
hire or pay any employee of the RFC—not to hire him within a stated 
period of time—and if this is violated, they should make a penalty 
payment or possibly have the loan withdrawn by the RFC. 

Senator Futpricur. That was the provision of the law we passed. 
I think that would be effective. 

The CHamman. I would like to see such a bill passed. I am in 
favor of it, as both Senator Fulbright and Senator Douglas know, be- 
cause I did everything I could do in the subcomittee and the full 
committee when the bill came to the full committee, and I urged 
similar action as to the SEC. When you come to make rules instead 
of laws it is a little hard to get effective results, in my judgment. 

Senator Doucias. Would you be in favor of such a clause in the 
future ¢ 

Mr. Syminoatron. I do not know enough about it to suggest how it 
should be done, Senator, but I would say that if you are going to have 
good morale in any organization, with the limited salaries you can 
pas ( xaminers, and SO forth, ] do not see how you could build up good 
morale unless it is clearly understood that a man cannot lend money 
on Friday and go to work for a company on Monday. It does not 
add up so far as trying to build an organization. 

Senator DouGias. Would you give serious consideration to the in- 
clusion of such a clause in loan agreements 4 

Mr. Symineron. If I were confirmed I would be very glad to try to 
do that, sir. 

Senator Doveras. And if for one reason or another you decided not 
to include such a clause you would be w illing to give your reasons for 
that decision, too? 

Mr. Symineton. Yes, sir. mE HIT 

Senator Carenarr. Will you yield just a moment / 

Senator Dovcias, Certainly. 

Senator Carenarr. I wonder if we might not reverse this procedure, 
likewise, and talk a little bit about folks who come into the Govern- 
ment from outside who formerly represented large corporations. I 
am wondering if we ought to say simply all Government employees 
cannot do certain things because they are wrong and yet each day 
here we confirm and the Government brings in employees represent- 
ing large corporations and small corporations. Is there not just as 
much possibility that they might well work to the advantage of a par- 
ticular industry or work to the advantage of the corporation that 
they previously represented ? 

Senator Doue.ias. Is this a question addressed primarily to Mr. 
Svmington ¢ 

Senator Capenarr. Yes. 

Senator Doveias. Well, I would like to call the attention of my 
colleague from Indiana to section 4 (e) of the RFC Act: 


No director, officer, attorney, agent, or employee of the Corporation in any 
manner, directly or indirectly, shall participate in the deliberation and the 
determination of any question affecting his personal interests or the interests of 
any corporation, partnership, or association in which he is directly or indirectly 
interested 
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So that already by the law no one should in a Government capacity 
pass upon any question which would affect his personal or corporate 
interest. 

Mr. Symineron. There is no question about that. 

Senator DovcLas. Now, Mr. Symington, there is a provision in the 
act, 4 (d), which I think has not been noted by the RFC to the degree 
which it should be, but which I should like to read. It is on page 5 
of the consolidated act: 

No fee or commission shall be paid by any applicant for financial assistance 
under the provisions of this act in connection with any such application and any 
agreement to pay, or payment of any such fee or Commission shall be unlawful. 

I wonder if you would note that. 

Mr. Symineron. I think I have seen that, yes, sir. 

Senator DouGias. What does that do to attorney’s fees or expediter’s 
fees? 

Mr. Symincron. I do not see how any unusual effort in the way of 
having somebody represent you, unless it was a regular member of 
your organiz: ition—in this case it says “No fee or commission.” That 
would be a little difficult to handle. You might be operating on a 
commission basis. That is often done in business. I would say any 
unusual fee, or representation, or anybody being an agent working for 
a particular loan, would be wrong. 

Senator Doucias. If a concern had a regular representative here on 
a salary that would not be wrong? 

Mr. Symineron. Take a large company. If they have an office here 
with a representative on a ms sal: wai basis and the y wanted a loan 


from the RFC for reasons A, B, or C, I would think that having 
their Washington ean go to see the RFC would be just as 
legal as having their man in, say, Pittsburgh go to see the RFC. But 


if they got a third party in incident to a particular loan I should think 
that would be if not illegal, wrong and improper. 

Senator Dovgias. But if you had a small concern which could not 
afford to have a Washington office and they got a general representa- 
tive in to handle their case, that would be wrong ¢ 

Mr. Symineron. There I think you are talking about one of the 
problems of small concerns per se 

Senator Doveuas. Is it not true that under existing law where it is 
legal for a large concern to maintain a permanent office here with 
a permanent representative, and to have that permanent representative 
approach Government departments, neverthe vr for a small concern 
which could not afford a Washington office to hire representatives 
to act on RFC loans becomes illegal ¢ 

Mr. Syminoron. I have come here this morning without a lawyer, 
nobody but myself, but if 1 were running a small concern, based on 
that paragraph, I would rather come down myself than have some- 
body come for me. 

Senator Doveias. Well, you are no doubt familiar with the com- 
mon definition of a small business, namely, a concern so small that it 
cannot afford to hire a permanent Washington representative. It 
raises the query whether in our effort to prevent undue influence we 
do not make it extremely difficult for small business. 

Mr. Syminoron. We have at least one industrialist here on this 
committee. I think it is very difficult for any business, even a small 
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business, to be without legal representation in Washington today, 
because it is not so much the law itself as interpretation of what the 
law means that now counts in business. I think this multiplies as 
you get into things like price and wage control. I personally feel 
that if you had your regular Washington legal counsel help you in 
such cases that would not be wrong. 

Senator Doveias. What is a small firm going to do, one which 
canont afford permanent Washington counsel ¢ 

Mr. Symrneron. A business of that kind would have difficulty, I 
imagine, under this paragraph. 

Senator Dovenas. It is true that in the past a great many of these 
so-called special representatives on RFC matters have been repre- 
sentatives of concerns which already had existing counsel, and these 
special people were hired simply in addition. 

Mr. Symrneron. If your heart was clear about it and your con- 
science clear, any business in the United States should be allowed to 
come down to Washington and get a reputable lawyer; that a business 
could go to a law firm and ask for help to get a loan, because if you 
get down to the size of a business that small, certainly the question 
is going to be handled on its merits. 

Senator Doucias. Would you say it is not necessary that a man be 
on a salary in order to be a legal representative, but a law firm operat- 
ing on a fee basis would be a legal representative ? 

Mr. Symrinoron. I can only go back and do what I would do when 
I was in business, and I have been in lots of small businesses 

Senator Doveias. Let me ask you this: Do you think that there 
should be publicity concerning the fees which are paid these law firms, 
legal representatives, expediters, and so on? 

Mr. Symineron. I would so no objection to that, no, sir. 

Senator Dovetas. Would you favor it ? 

Mr. Symineron. I will tell you why I do not like to commit myself 
too definitely right now. I had a conservative call me yesterday who, 
incidentally, was not sure whether he believed in abolishing the RFC 
or not. He thought that publishing complete details of loans might 
be detrimental to the corporation in question. 

Senator Doveras. This question 1s not related to details of loans, 
but about details of fees paid Washington representatives. 

Mr. Symineton. As I say, I have come up here purposely ignorant, 
because I did not think I should get too far into policy questions 
in case I was not confirmed. I think the more publicity you can 
give to whatever you are doing with the taxpayers’ money, however, 
the better off everybody is going to be in the long run. The ques- 
tion of fees 

Senator Doverias. I do not want to utter a wisecrack, but this 
matter of ignorance which is very appealing at the beginning could 
be very costly along the way if it is not remedied in the proper manner. 

Mr. Symrineron. It is at this time purely defensive on my part, 
and not typical, I can assure you. 

Senator Dovetas. This is a very important question. Publicity, 
sunlight is a great disinfectant and the prospect of publicity is a deter- 
rent. Hfave you an opinion as to whether it would be in the public 
interest to have the facts of fees paid to Washington representatives 
and in turn their disbursement in the form of kick-backs, fees to asso- 
ciate attorneys, and what not, publicized 7 
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Mr. Symineton. Kick-backs and fixers and those kind of things 
I am not in favor of. 

Senator Dovueias. You see, there is a very thin line here between 
fees and kick-backs and between compensation for real services ren- 
dered and special expediting activities. 

Mr. Symineton. That is right, there is a very thin line. Suppose 
a corporation of a certain size has enough money to employ a legal 
firm in Washington. I imagine a good many employ them for $50,000 
a year and a good many for $1,000 a year. The question comes up 
of a loan to help the defense program. How much of that $1,000 
would be applicable to that loan? If a large proportion was figured, 
it might be considered, based on a $20,000 loan, as excessive. I think 
you w vould run into that t ype and character of problem, sir. 

As far as I can see, the more publicity you have without hurting 
a reputable lawyer or a reputable concern, the better off you would be. 

The Cuamrman. Will the Senator yield a moment? 

Senator Dovanas. Yes. 

The Crarrman. I want to say that I think it was 2 weeks ago this 
question came up in a joint committee hearing with Mr. Wilson. 
Senator Capehart raised the point at the time and I took the liberty 
of appointing Mr. L’Heureux and Mr. McKenna to make that study, 
as there was some fear around here as to what a person could do. I 
thought we should be put straight, if Senator Douglas will yield 
at this point, or I will ask Mr. McKenna later on to make a state- 
ment on that matter, because we do not want to frighten people. No- 
body is more opposed to five-percenters than I am, but there are a 
lot of decent, honorable lawyers, and I do not want to frighten 
the business people and have them believe they cannot see a lawyer. 

(The following was later submitted for the record :) 


STATEMENT REGARDING STATUTORY PROHIBITION AGAINST PAYING FEES OR COM- 
MISSIONS FOR FINANCIAL ASSISTANCE FROM THE RECONSTRUCTION FINANCE COB- 
PORATION 


Section 4 (d) of the Reconstruction Finance Corporation Act, as amended, 
provides: 

“No fee or commission shall be paid by any applicant for financial as- 
sistance under the provisions of this Act in connection with any such ap- 
plication, and any agreement to pay or payment of any such fee or 
commission shall be unlawful.” 

Reduced to its simplest terms, this provision is a prohibition against payment of 
a fee or commission as compensation for obtaining a loan from the RFC, but is 
no barrier to payment of fees or commissions for legitimate services performed 
for the applicant. It clearly forbids a prospective applicant from paying John 
Doe a fixed amount merely for arranging to have RFC make a loan to the appli- 
cant, where John Doe has no further part in the application. It does not pro- 
hibit any applicant from hiring John Doe at a reasonable compensation to assist 
the applicant by completing the necessary data on an application form, and by 
presenting the application in its best light on its merits to RFC on behalf of the 
applicant. 

The situation bears great similarity to a client hiring an attorney at law to 
represent him in a court action, paying the attorney for legal services performed. 
The client has every right at law to appear in court on his own behalf without 
benefit of legal counsel, but he may prefer to employ one professionally skilled 
to present the client’s case in the best manner on its merits. Such a contract of 
employment is of course lawful, assuming the compensation paid bears a reason- 
able relation to the legal services performed. Just as surely, however, a con- 
tract by the same client with the same attorney at law to bribe the court in order 
to gain a decision in the client’s favor would be unlawful as against public 


policy. 
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An applicant for an RFC loan may, if he wishes and if he is properly quali- 
fied, himself perform all services in connection with preparing and presenting 
his application. But he may with equal right engage someone else to perform 
these services for him. In some instances his own representation of certain 
facts in the application, such as the appraised value of property offered as col- 
lateral, or the engineering soundness of proposed construction, may not prove 
acceptable if he is not qualified to perform appraisal or engineering services. 
Again where legal opinions as to property ownership are necessary, the applicant 
may not be qualified to give them unless he is an attorney at law. Surely, where 
as a condition of the loan opinion of a nationally recognized municipal bond 
counsel is required to improve marketability of a loan to a municipal body, the 
applicant will of necessity seek outside help. 

The general context of section 4 (d) appeared in section 5 of the Reconstruc 
tion Finance Corporation Act approved January 22, 1932 (47 Stat. 8), and 
section 201 (i) of the Emergency Relief and Construction Act of 1982, approved 
July 21, 1982 (47 Stat. 711). However, no such provision appeared in the bills 
Which ultimately became the above statutes when hearings on them were held by 
the Senate Committee on Banking and Currency. 

The provision is closely related to the warranty against payment of con- 
tingent fees which presently appears in Government procurement contracts 
handled by the General Services Administration, As to the history and judicial 
and administrative interpretation placed upon that warranty, see the excel 
lent and exhaustive memorandum prepared by Attorney Robert D. L’Heureux, 
as staff assistant for the Joint Committee on Defense Production, which appears 
in the appendix commencing at page 319 in the hearing entitled “Defense Pro- 
duction Act Progress Report—No. 7,” held on April 4, 1951. 

From first-hand knowledge while formerly employed as counsel in the Publie 
Loans Section of the Legal Division of RFC, I know that the fees requested 
by attorneys representing client-applicants were reviewed and checked to see 
that they bore a reasonable relation to the services properly performed for the 
applicant before their payment was approved by the Corporation. The follow- 
ing letter from Mr. James L. Dougherty, General Counsel for the Reconstruction 
Finance Corporation, is incorporated at this point to show the uniform interpre- 
tation which has been placed upon the present section 4 (d) of the Reconstruction 
Finance Corporation Act throughout the life of the Corporation to date. 


RECONSTRUCTION FINANCE CORPORATION, 
Washington 25 D.C., April 26, 1951, 
Mr. WiLttaAMmM F. McKEennNaA, 
Counsel, Senate Banking and Currency Committee, 
Room 301—A, Senate Office Building, Washington, D.C. 

Dear Mr. McKENNA: This letter replies to your inquiry regarding the RFC’s 
interpretation of the following provision of the RFC Act, as amended: 

“(d) No fee or commission shall be paid by any applicant for financial 
assistance under the provisions of this Act in connection with any such appli- 
cation, and any agreement to pay or payment of any such fee or Commission 
shall be unlawful.” 

The prohibition against the payment of fees or commissions by applicants for 
loans, substantially as quoted, has been a part of the RFC Act since it was 
first enacted and has been uniformly interpreted by the Corporation as meaning 
that no fee or Compensation for obtaining financial assistance from RFC legally 
may be paid by an applicant. This, however, has never been held to preclude 
the payment by an applicant of fees to accountants, engineers, attorneys, or others 
rendering services necessary for proper presentation of his application to the 
Corporation. 

On June 1, 1933, Stanley Reed, Esq., then General Counsel of RFC, stated 
the view of RFC as follows: 

“It is our view that, although the prohibitory provisions of sections 5 and 
201 (i), to which reference has been made, preclude the payment by an applicant 
of a fee or commission in connection with his application for a loan, they do 
not prohibit the payment of fees to attorneys for services rendered in preparing 
and compiling legal and factual data necessary for the proper presentation of 
his application.” 

On March 4, 1949, Chairman Hise, of REC, in a letter to Senator Robert A. 
Taft, stated with reference to the provision under discussion : 

“This section does not prohibit the payment of fees for professional or other 
services rendered in the actual preparation of the application and supporting 
documents. 
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“The Corporation has always exercised great care in differentiating between 
legitimate services for which reasonable Compensation should be paid and efforts 
which constitute outside influence or lobbying.” 

Certainly there is no provision in the act which makes legal or even justifies 
the payment of money or other compensation for the exercise of influence, pres 
sure (political or otherwise), friendship, etc., to the end that a loan may be made 

Before concluding, may I direct your attention to the fact the provision of 
law quoted in the first paragraph of this letter indicates that only the person 
who pays or agrees to pay a fee or commission shall be guilty of violating the 
law. The statute is silent with respect to the receipt of any such fee or com 
mission. You will observe also that there is no penalty or punishment provided 
for violation of the provision, unless it be concluded that section 11 (b} of the 
REC Act contains languare which is broad enough to impose a penalty for viola 
tion of the provision. The last part of section 11 (b) contains the following 
language: 

“ek  * * or any person who willfully violates any other provision of this 
Act, shall be punished by a fine of not more than $10,000, by imprisonment for 
not more than five years, or both.” 

Sincerely yours, 
JAMES L. DOUGHERTY. 


In conclusion, no applicant need hesitate to employ others to present his appli 
eation to the REC on its merits Phe effect of section 4 (d) is twofold. It pro 
tects the applicant against demands for payment of an unreasonable amount of 
money to one so employed for legitimate services performed It also places the 
applicant on notice that decisions on applications for financial aid are to be mad 
on their merits and not on the basis of personal favoritism or undue influence 
Ours is still a government of laws and not of men and it should be borne in mind 
that the vast number of employees of the Federal Government sincerely try to 
perform their duties for the Government honestly. Those who are doing so ought 
not to be condemned whenever relatively few among their number may be found 
to have departed from the desired norm of official conduct The existence of evil 
among good is by no means a Condition existing only in the executive branch of 
the Federal Government or even in government as a whole. If we borrow from 
Shakespeare to demand that Federal officials, like Caesar's wife, be above sus- 
picion, we ought not forget the Shakespearian observation in the same work 
that “the evil that men do lives after them, the good is oft interred with their 
bones.” Any congregation may find in its midst some who have committed indis 
cretions, but the noble and accepted effort when that occurs is to prevent repe 
tition of the indiscretions, not to destroy the church. 

Section (4) (d) of the Reconstruction Finance Corporation Act serves, as does 
the lifeline on a ship, to remind the applicant that he is approaching a dancet 
zone, It was never intended to prevent him from using legitimate aids in prepar 
ing and presenting his application for financial assistance from the REC, 

WILLIAM F IKENNA, 
Counsel, Senate Committee on B kei and Curreney. 

Mr. Symincron. In that connection, Mr. Chairman, there was some 
thing in your bill which talked about filing who was representing who. 
Certainly nobody could object to that. 

The CuatrMan. No, of course not: a good lawyer would be glad to 
see his name in the papers. That is his business. 

Senator Futsricut. May I make one comment? Mr. Symington, if 
the RFC is properly run, why in the world would a small borrower 
need any help at all? If RFC is properly run, it ought to be a very 
simple matter to file a loan application, and the borrower should need 
no outside assistance. The only instance I can see in which any of them 
need help is in the case of very extraordinarily complicated businesses. 
You mentioned a moment ago the case of Carthage Hydrocol, Inc. I 
‘an imagine that such a loan application would be so complicated it 
would need two or three accountants. In the first place, it is not a small 
business. Such a borrower can afford the best there is, but I see no 
reason why it should not be public knowledge as to what fees they do 
pay. I think in that case we, at least, had the actual fees for the record. 
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But I think the answer to the question is that the small borrowers 
that you are so worried about should not have to have any representa- 


tion. The RFC ought to be so run that they can come to it and get 
decent treatment without help. Now, you have these offices out in the 
held. ‘That is where the ‘Vy are sup posed to do this job, and it is only 
where there is a difference of Pod and some thing peculis ir about it 
that the application comes to Washington. But why should they 


have to have a man aaneaiae eae ing to fixit? They really do not 
need these representatives if the RFC is run on the level. When 
word gets about and everybody believes that loans are made on the 
basis of influence, then everybody has got to have a representative. It 
is that psychology that has made it appear necessary to have a repre- 
sentative. If they believe—and I believe you will run it on the level— 
that vou don’t make loans because of what or whom somebody know Ss, 
then [I think that disposes of the question ot necessity ot any repre 
sentation. That is why there has grown up this idea that representa 
tion is needed. There is a great difference between RFC work and 
work relating to appearances before OPA and Internal Revenue, be- 
cause they deal with matters that most of us do not understand. But 
that is not so with RFC. It is relatively a simple matter that you are 
dealing’ with. 

Senator CAPpeHart. | ener we ought to distinguish here between 

mieone receiving a fee or being poid for the spee‘fic purpose of 
influence and someone be Whe cout for he Ipi iv to p-epare the necess ary 
papers, check the law, and to assist in the physical action of securing 
the loan, 

Senator Futsrienr. That is exactly right, Senator. 

Senator Carenarr. We certainly do not want to leave the impres 
sion that a prospective REC borrower should not hire a lawyer ora 
c, p. a. to audit his books so that he can get his books and records and 
forms in shape, because the fellow who probably needs the lawyer the 
worst is the little fellow, not the bie fellow. 

Mr. SymincTon, You are saying what TI thought, only saying it 
much better. 

Senator Carremarr. The big fellow makes up balance sheets every 
month and every vear. He has certified public accounts audit his 
hooks every year, and he has lawyers who look over all of these con- 
tracts. The little fellow sitting out there possibly does not even make 
a monthly statement. He just does not know. He has to have some 
help, and he is the fellow who needs the help to do the necessary things 
to get the loan. How can we distinguish between doing that which is 
hecessary—the necessary paper work and the necessary forms and get- 
ting together the necessary records—from the fellow who has simply 
paid 825,000 for doing what amounts to a $1,000 job. We found i 
our investigation, as the able Senators will agree, many, many in- 
stances where they were paid ten times what they should have been 
paid. Under those cireumstances, they are paid for influence and 
nothing else. But you certainly cannot deny them the right to hire 
omeone to assist them in making up the papers. 

[ think the thing I would be watching for, if I were running RFC, 
would be anytime a company in Oskosh, Wise., went to New York 
City to hire an attorney they had never used before, who had absolutely 
no connection with their business, to assist them in an RFC loan, I 
would immediately be suspicious they were doing it because they were 
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hiring somebody who had influence. If they came down here with an 
attorney from Oshkosh and a CPA from Oshkosh, I would pay no 
attention to it at all. 

When a Florida firm goes to New York to hire an attorney or they 
come to Washington to hire somebody who has had no connection 
whatsoever with their business in the past, I would be suspicious of 
it. But if they were using their regular lawyer or a lawyer out of 
their home town or their own State, or if they had a Washington 
lawyer they have been using over a period of years or a Washington 
representative they had been using overa period ot years, I would not 
be suspicious. If some little colipany came in and hired some firm 
that they absolutely did not know, never had any connection with the 
business and they were paying a fee or hiring a law firm who knows 
the fees are beyond the ability of a little company to pay, then I would 
be suspicious of them. 

I think that is what we are trying to eliminate. Just how we can 
do it, I do not know. I think the only way to do it would be for the 
Administrator to do it himself. He ought to know and he does know 
when there are outside circumstances that are just not regular in the 
operation of that man’s business. 

The CuarrMan. Senator Douglas. | understand that Senator Ben- 
nett has spoken to you about this, but Senator Bennett and Senator 
Ives both have engagements and they ask if they might follow in 
asking their questions / 

Senator Dovuenas. Certainly. 

Senator Bennerr. Mr. Symington, early in your testimony you in- 
dicated that you had had no practical experience as a banker, that your 
background was that of an industrialist, though you have been, ap- 
parently, an officer of a bank. 

Mr. Symineron. That is right, sir. I have not been an officer, I 
have been a director. 

Senator Benner. A little later on something you said about the 
qualifications of your potential deputy which raised a question in my 
mind. If I understand it, you said in effect that you hoped your 
deputy would be a man who had had banking experience to supplement 
your lack of it. Did I misunderstand you ? 

Mr. Symineron. You stated it exactly correctly, sir. 

Senator Bennerr. [hope that you are not going to assume the posi- 
tion of Administrator of RFC to operate it mechanically and leave the 
fundamental credit decisions to the second man, very frankly. 

Mr. Symineton. I have never operated any job and left the funda- 
mental decisions to the second man. 

Senator Bennerr. Do you expect as soon as possible to prepare 
yourself to make credit decisions 4 

Mr. Symineron. I would like to answer in this way, Senator Ben 
nett: I think the more experience and wisdom you have around you in 
doing a job, the better you will be able to do the job. TI think 3 
wrong for people to pick assistants for their own strength. I think 
they ought to be picked having in mind experience which can be of 
most help to the head man. 

[Tam an industrialist, and have been for 30-some years. [have liad 
much banking experience, as a director of banks, and IT have borrowe« 
a lot of money from banks. But I am not a banker by training. Most 
of the problems that have come up with respect to RFC loans that 1 
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have read about are not matters that involve technical banking train- 
ine. Ithink the vy are matte ‘rs of judgme nt. Where judgme ht Was exer 
cised against the technical banking people in the REC, the review 
board, those were the times where the Senate felt they were wrong 
more often than in other cases. Regardless of who my second person 
is, however, if I am confirmed, whatever is done will be done, and I 
will take the full responsibility for it 

Senator Bennerr. I wanted to clear that up, because I did not want 
to feel that we were more concerned with the confirmation of your 
de puty, as there is a credit phase involved in this RFC business, and 
it is a banking business. 

Another question: Earlier, I think you said that you did not be- 
lieve RFC should supply basic capital to a new enterprise. 

Mr. Symineron. I don’t remember saying that: no, sir. 

Senator Bennert. I may have misunderstood it. Do you believe 
the basic risk capital of an enterprise should be supplied by RFC 

Mr. Symineron. In general IT would say that risk capital should 
not be sup plied by the REC. However, there might well be cases in 
a mobilization emergency—— 

Senator Bennert. I am always striking out the defense problem 
which is special. 

Mr. Syminoron. If anybody has a good idea how to do something, 
a better mousetr: Lp, but they cannot get their own banks or investment 
bankers to handle it, 1 do not see why, as a last resort, they should be 
allowed to come to the RFC and eet the RFC t promote it on a new- 
venture basis. That is only my personal opinion. 

Senator Bennerr. One of the problems you will face very soon 
o8TOWsS Out of the fact that REC sup yplie «| basie capital for a newconmel 
to enter an old and very nigh competitive industry. His business 
has lost money consistently. Apparently, if he runs true to form, he 
will be back for more capital. I would be interested in your reaction 
to that kind of problem. 

Mr. Syminoron. I think, if I follow your—— 

Senator Bennerr. Tam like Senator Douglas. I am trying to sug 
gest a problem without mentioning the name that everybody in the 
room Will probably recognize. 

Mr. Symineron. I would rather not answer that question, sir, be 

‘ause I think I know the company you are talking about and I think 
thet are very heavily ob lig ated tothe R EC, 

Senator Bennerr. That leads me to my last question: 

Irom the outside it seems that RFC, like a good bank, has a few 
regular customers, customers who are given favors, customers whose 
problems are solved as a matter of course. Are you going to be 
interested in continuing those people as regular customers, or are 
you going to insist that each new proposition stand on its own feet ? 

Mr. Symineron, There you have a problem which presumably all 
banks do have, the banks I know; namely what is your investment 
at the t ime you discuss additional requests. I think the idea of one 
company's continually coming back to its Government for risk capi- 
tal is against the concept of private enterprise under our Consti- 
tution, if you leave defense out of the pic ture 

Senator Bennett. I cert: ainly hope that will be your polic Vv; other- 
wise the things we heve all worried about in RFC will saabably con- 
tinue under your regime. 














NOMINATION OF W. STUART SYMINGTON 25 


I have no further questions, Mr. Chairman. 

Senator Ives. Mr. Chairman, I apologize to my colleagues, but 
I will not be but a minute. , 

I understood vou to say, Mr. Svn nington, that veste rdav you ti alked 
with a banker who had not made up his mind regarding the ques- 
tion of abolishing the RFC. How do you feel about abolishing the 
RFC? 

Mr. SyMInGron. Senator Ives, I believe the greatest danger to our 
system of free enterprise today is the slow but steady elimination of 
small business. I have heard a lot of talk— 

The CuainMan. And new business 

Mr. Syminoron. That is right. A chanes for a business to be 
started. Again, Iam not a student of the RFC, but if any agency 
of Government under sound procedures can call a halt to the rapid 
development of great size, size with and without monopoly, in this 
country, I would be for the continuance of that agency. 

Senator Ives. I take it, then, that you are not in favor of abolish- 
ine the RFC? That is an embarrassine question and I apologize for 
asking it, but I am leading up to something. 

Mr. Symineron. No, sir: | would not be in favor of joining an 
agency I did not believe in. 

Senator Ives. I know if you did not believe in a thing you would 
be against it, whether you were affected or not. I know you that 
well. Therefore, 1 come to this next question: 

Do you believe that all of the powers and functions which are now 
possessed by the RFC under the law and under the reorganization 
plan which has just gone into effect, are an appropriate function 
of Government itself? I said all of the functions and powers of the 
agency. 

Mr. Syminoron. I think you are probably familiar with all of them 
more so than Lam. If there is one of them you would like to delineate 
I would like to try to answer the question on that one, sir. 

Senator Ives. Well, I have been greatly troubled with the idea of 
Government itself going into a field where risk capital -of course, 
it is working capital—but risk capital is involved for which the tax- 
payers may be responsible in the final analysis. Under emergency 
conditions, under war conditions, or things of that kind, under de- 
pressions, and that, of course, was the condition which existed and 
brought about the creation of the RFC, it could probably be justified. 
But under other conditions, we will say conditions of normality, do 
vou believe that Government should exercise a function of this 
type! 

Mr. Syminoron. U think in the law it talks about substantially in 
the public interest. T have already prese ‘nted to Senator Bennett my 
belief that you should not come to the taxpayer again and again for 
risk capital. I personally feel, although I may be wrong, because I 
do not know the details either of the structure of the RFC or its 
function, that to have the (sovernment finance a concept of develop- 
ment, unless that development is clearly in the public interest or in the 
defense interest, that is wrong. 

Senator Ives. In other words, vou do not believe the Government 
shonld serve as a promotion: il ft: itor in this business / 

Mr. Symineron. No. 
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Senator Ives. In the old days that business used to be financed 
through the sale of common stocks, generally, and the Government, 
the advent of the RFC, has taken that function over to a con- 
siderable extent. I take it you do not agree with that function. 

Mr. Symincron. Well, I do feel this way about it, Senator: All my 
inclination is no, but I have not borrowed any money with poor 
credit risk for some year. Some of the testimony before this com- 
mittee Impressed me a lot about the lack of desire of banks to lend 
money today because they already make a heavy profit of the large 
umount of Governments that they must hold as a result of this great 
debt. If there is no place a mah can go to start a new business, even 
though his idea be sound, say some radical improvement in agriculture 
or industry, then I think you have a problem as to what to do. So I 
would not want to comp letely cut it off. In general 1 would be op- 
posed to the concept of venture capital coming from Government, but 
I would not want to take that position without reservation. 1 remem- 
ber in the last war a boy had nothing but an idea, but the idea saved 
one of our best airplanes. He had to be completely financed. 

As to just where you cut off in a case like that, with the premise 
that Government should not — venture capital, [ think would 
have to bea matter of judgment, 


silhce 


‘ 


Senator Ives. The same thing 4 us plies also to types of loans which 
commercial bankers themselves could not possibly grant, does it not? 

I am not talking now so much about venture capital, but I am talk- 
ing about working capital in general. 

Mr. Symrneron, I would say this, sir, a surprising number of 
bankers—and it is my experience that most bankers are pretty con- 
servative—a surprising number of them believe in the RkC— 

Senator Ives. Since 1929 they have been conservative. 

Mr. Symineron. Right. A surprising number of them believe they 
are good loans, but for various reasons they cannot make and that the 
REC can make. 

Senator Ives. [am not arguing with you at all. I just want to find 
your viewpoint on this thing. I take it, then, you think the authority 
which now exists in the law with respect to the operation and the func- 
tion in RFC should be left as it is and that these questions that I have 
raised should be determined by the Administrator, or through the 
administration of the agency itself. Is that the idea? 

Mr. Symineton. I am not quite sure of exactly the law you are 
referring to. I think the law says “public interest,” does it not? 

Senator Ives. I believe it does. 

Mr. Symineron. Then you have this policy board, Senator, in- 
cluding the Secretary of the Treasury and Secretary of Commerce. 
This, I think, would be a good matter to be kicked around by that 
policy board, so you could come up with as much as possible sound 
loan policy and advice to the Administrator. Beyond that point I 
think you back into the question of judgment. Your judgment would 
naturally be affected by the hearings that have been going on over a 
long period of time with respect to the functioning of the RFC. 

Senator Ives. I understand all that, and I will wind up in a hurry, 
but I take it that you favor an agency of Government to perform this 
type of function. 

Mr. Symrneton. I favor that; yes. 
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Senator Ives. Unequivocally ? 

Mr. Symincron. Unequivocally; yes, sir. 

Senator Ives. Thank you, Mr. Chairman. 

The CuHatrMan. Senator Douglas? 

Senator Dovetas, [ want to inquire, if I may— 

The Crarrman. The Senator understands that these questions came 
in between your questioning and Senator Bennett’s, so that there 
would be a sequence in what you are asking and what Senator Ful- 
bright at the time was asking. 


Senator Dovucias. | would like to complete our discussions of fees, 
salaries, and so forth, paid to attorneys and other representatives of 
private concerns. As T understand the present interpretation of this 
clause and of similar clauses of the act, it is that men in Washington 
private attorneys and representatives—may receive a fee for services 
rendered, but not a fee for obtain ne a loan or an Interpretation, 
As Senator Capehart has pointed out, this is a very tenuous dis 
tinction. No one will admit or state that they are receiving or 


paying a fee for obtaining a loan or an interpretation. Fees and 
commissions are always for services rendered, and therefore not 
reached by the law. 

My query now is this: Would it not be a deterrent to the improper 
use of these payments if their amounts were made a matter of public 
record by the RFC so that newspapermen and others might know 
how much was being paid out? If, for instance, we find that a given 
individual has received $20,000 a year from one company, $10,000 
a year from another company, and $15,000 a year from another com- 
pany, the total payments made will be generally known, and the 
public can draw its own conclusions. In some cases it will be adverse 
and in some cases favorable. In other words, is publicity a protec- 
tion and deterrent, and therefore preferable to this outright prohibi- 
tion which, as a matter of fact, is violated 4 

Mr. Symineron. I think that would be wise. 

Senator Doveias. And you will examine that in the RFC, and 
if no good reason appears why it should not be put into effect, it is 
your present belief that that is the policy the RFC should adopt / 

Mr. Syminoron. That is correct. 

Senator Dougias. That should cover the point and deter the pay- 
ments which these representatives ask. Now, suppose they put in 
a bill for $50,000 for services rendered, and suppose they give $10,000 
of this to A or X, would it not be proper for them to state these 
payments in the publicized aa ? 

Mr. Syminotron. I think that would be outside the realm of the 
REC, would it not? 

Senator Doucras. Well, I don’t know. You are an experienced 
hand in this kind of matter, namely, that the power to grant a contract 
should give some power over the subcontractor. 

Mr. Symineron. It is pretty technical, such problems as the resale 
price, but I would say the thought, as a iienakt, appears sound, sir. 
Frankly, based on my surplus-property experience, I think the atmos- 
phere, the desire to have it all across the table and above the table, 
the way you and the committee want it, means we are going to ie 
too much trouble. 

Senator Doue.ias. Publicity has a great deal to do with ‘attitudes. 

Mr. Syminoton. That is right. 
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Senator Doveias. If dealings can take place in dark places without 
the payments coming to light the atmospher ‘e would be very different, 
but when the sunlight beats in upon the transaction it is bound to be 
better. 

Mr. Syminoron. In case I am confirmed, sir, I would like to proceed 
with this whole problem of publicity. One thing that worries me is 
that requests for loans from the field, people who want loans, I am 
told, have been reduced heavily. 1 would like to build that back, 
where the loan had merit, especially as those who lose in such case 
will almost invariably be small business as against large business. On 
the whole question of publicity, I believe the more publicity operation 
any Government agency has, the better off for the agency. 

Senator Dovenas. You will report to this committee from time to 
time what rules you issue on this question of publicity of fees paid, 
and so forth ? 

Mr. Symineron. I would hope to work very closely with this com- 
mittee; yes, sir. 

Senator Doveras. There is just one more set of questions I should 
like to ask, and those are on interest-free capital. 

At the beginning of the RFC, the major portion of the sums ad- 
vanced to the RFC by the Treasury carried no requirement that in 
terest should be paid to the Government for the sums advanced. Now 
the amount of interest-free capital furnished by Government to the 
RFC has been diminished, and I believe is now possibly $100 million. 

There are two sets of questions on that. The first is, has it not been 
somewhat disingenuous of the RFC in the past to claim that its 
profits have amounted to 8600 million when it has not included as a 
cost the interest on money advanced by the Tre asury? It is true it 
has not been a cost to the RFC, but it has been a cost to the Govern- 
ment, a cost to the taxpayers, and therefore a subsidy which the 
Treasury has made available to the RFC. So in the future publicity 
of the RFC should not account publicly be taken of what the interest 
payments would have been had they been paid to the Government ¢ 

Mr. Symrneron, I can see no objection to that, Senator. 

Senator Doucias. Well, that is very important, because the RFC 
constantly uses its profits as a justification for its activities. They 
claim that they have made $600 million. I think if you will take the 
cost to the taxpayer of the interest upon capital advanced by the 
Treasury, and other costs, you will find these profits would be non- 
existent and in effect the losses under RFC have been equal to the 

ubsidy of interest received by RFC and other subsidies. 

It is highly important that we get the financial books publicly to 
such a point that cost gages can be properly balanced against each 
other 

The CuarrMman. Senator Schoeppel? 

Senator ScuorrreLt. Mr. Symington—— 

The Cramman. I beg your pardon. 

Senator Douguas. I will be perfec tly willing to waive, but there is 
just one question more that I wanted to ask and T will stop. 

The CiatrmMan. I thought vou said that was the last question. 

Senator Doveias. The second question I would like to ask is: We 
now have, however, S1LOO million, as ] understand. ot free capital, that 
is, Interest-free capital. Would it not be desirable to put this on an 
interest-paying basis at the earliest possible moment, so that the av- 
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erage cost to the Government ot its obligations. which at present I sup 
pose would be 214 percent, may be repaid to the Government ? 

Mr. Syminoton. Are you asking me that, sir? 

Senator Dovuaias. Yes. 

Mr. Symincron. | would prefer, if I was confirmed, to go into 
that before making an answer. IT am afraid I would not know that. 

Senator Fursricur. Is net all that vou are saving is that their 
books should be kept in accordance with the actual facts of operation 4 

Senator Dovenas. That is right. 

; We should furnish capital but there should not be a subsidy of 
Interest. 

Senator Futpricur. If there is a subsidy it should be so stated, 

Senator Doveias. That is correct. 

_ Mr. Symineron. I think it is important. Whether or not a corpora- 
tion like the RFC does or does not hold $100 million worth of bonds 
of a great comipany to me seems not a portant as whether or not 
the RFC is going to help small business. Therefore, the question of 
profit and loss might not be so important if you are primarily out to 
help small business, but I certainly agree that whatever the books show 
that the record should be accurate and proper and in accordance with 
sound accounting principles. 

Senator DouGias. Mr. Symington, will you consult with the Comp- 
troller General on this matter / , 

Mr. Symineron. Yes, sir. 

Senator Dovérias. I hope also that you will, after consulting, be 
willing to come in with a recomm«e ndation that the RFC pas at least 
2 percent on the capital which it now gets interest free. I may say we 
have discovered several cases like this. The Federal Deposit Insurance 
Corporation tried to hedge and tried to hide the fact that they were 
getting interest-free capital from the Government, and in connection 
with the new FDIC loan we were successful in getting them to pay 
back the interest on capital furnished in the past, and we recovered fo1 
the taxpayer and the ‘Treasury SSO million. We also got a recovery 
from the HOLC of Svs million. We put them on a sound ac ounting 
basis for future operations. This is a business transaction. IT hope 
very much that upon mature consideration, you will decide that the 
RFC should bear its real costs or that at the very least if a subsidy is 
paid that it be made public so that everyone knows that it is a subsidy. 

If you want to reply to that that will be fine. If not— 

Mr. Syminoron. I would rather first look at it. sir. 

Senator DouGuLas. Well, | should say this, so far as I am concerned 
we would be very glad to give you a few months to look at it. 

Mr. Symineron. I do not think I will need many months. 

Senator Futsriciutr. | believe you did say that this policy has been 
adopted by all the other agencies we have jurisdiction over that have 
been given interest-free capital. I do not think that means that you 
would be against or for subsidies. How they keep their books or know 
what they are doing down there, it has not been clear in the past exactly 
what they are doing. 

Mr. Symincron. Senator, if I may venture a thought on this. Per 
haps Senator Douglas and I are approaching the same problem from 
a different angle. I believe the question of RFC having made a profit 
in the past has been somewhat overemphasized. 
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Senator Fursrianr. Well, that was one of the principal reasons, 
and whether or not it makes one is only one fact to be taken into con- 


deration. It is not essentially a profit-making organization. I say 
that not its main motive. It is nice if it does, but it is not the main 
motive 


Mr. Symineron. That is night 

Senator Furerieutr. Before I leave that, there is one point that 
occurs to me that you might be pe uliarly well equipped to deal with. 
and that the question of the caphestion of the effort being expended 
on national defense loans. It has come to our attention that some of 
these guaranteeing 2gencies VO Into the merits of loans and they vO al] 
thro ah that procedure and then it con over tothe RE It should 
be ea » ped to evaluate from the credit port of VIEW, a al you will 
vet duplication in the application of ~ at program, and T would thin 
from your point of view you might be the very person to straighter 
it out and restrict the fuaranteeing agency to only the question of 
whether or not it is essential for the defense effort, and leave all the 
rest to the RFC. 

Phe Cramman. Unfortunately. another trouble is that some Sen 
ate committees have used the RFC as a dumping ground at times to 
supply funds for other agencies. They have passed statutes requir 
Ine funds and then said the RFC shall advance these funds, and so 
forth andsoon.  Tjust call that to your attention, Senator Pulbrigh t. 
You know that and he knows it, too. For instance, in stoc kpiling, 
the GSA now has a request coming before the Appropriations Com 
nittee for a billion dollars for stockpiling. It has passed before the 
Subcomm ttee of Independent Office B. Li cePWISe, ] understood : 
most all that was allotted for Defense Production Act functions b \ he 





last Congress was used on stockpiling instead of for REC de i. 
loans. I just throw that out as a thought. ‘So many times Senate 
committees have said the REC shall finance programs, even the Mar 
shall plan. They did not allow any interest on that advance of RE( 
funds, either. 
Senator Futsrignt. There was a wash-out. They did not charge 


any or pay any. It was purely bookkeeping. 

The CnatrMan. But the receiving agency had the use of the money 
it obtained from the RFC without paying interest. 

Senator Futsrienr, I do not want to argue the point. They got the 
money interest free and they lon ed it interest free. 

The CHatmnman. Well, it is not fair to charge RFC interest on 
money while some other agency Is using it Witla paying interest to 
RI¢ 

Senator Furprient. Each one of those is specifically authorized 
a particular bill. 

I am evoIng to have to £0 TO another engagement, I only want to 
say for my part that we are trying to build a record which I hope 
will be in the nature of a charter and will be helpful to you in resist- 
ing ellorts on the part- -usually it is among friends—to embarrass one 
in the administration of this or any other agency. We have had ex- 
amples, and [ hope this record might be used by you in the future. 

Mr. Symineron. Thank you. 

Phe CHarrMan. Senator Schoeppel ¢ 

Senator Scnorpren.. Mr. Symington, I know we all, and as far as I 
am concerned, T want someone of integrity, ability, and experience and 
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some common sense to head up the RFC. If | cid hot think vou 


degre those qualifications I would vote against you awfully quick, 
but I think you do. , 

Mr. Symineron. Thank you, sir. 

Senator ScHoerren. I realize that we cannot sit here as members 
of a committee each with a blueprint and expect you to follow it. 
If 1 might venture an opinion, [ rather guess that within a year or 
two, if this agehey is continued, you are going to be criticized severely, 
probably, for being too doggone conservative in the light of the record 
that has been made by the REC. That means that you are going to 
have to use a lot of Comon sense in approachi g these problems. 

I do not know whether you can answer some questions here or not, 
but T have about five questions | would like to ask you, sir. 

It applies to a segment of small business and involves the rubber 
industry, in Which your de spartment, if you are contirmed as head, is 
going to have a pretty important role to play. 

As vou know, Mr. Symington, the Rul ber Act provides that the 
policy of Congress is to promote a free, > ee rubber 
industry. In this connection, how do you feel such a policy can be 
followed unless all qualified small rubber cuiaae are s ‘rmitted 
to participate in the operation of Government-owned synthetic plants ¢ 
Frankly, I do not know whether a answer that or not or whether 
you would like to defer an answer, but I would like to have some con 
sideration given to that. 

Mr. Symrineron. Could you read that question again, sir? 

Senator Scuorerent. The Rubber Act provides that the policy of 
Congress Is to promote a free, comipetitive, synthetic rubber industry. 
In this connection, taking that into consideration, how do you feel that 
such a policy can be followed unless a ull qualified small rubber coni- 
panies are permitted to participate in the operation of the Govern- 
ment-owned synthetic plants / 

Mr. Symincron. You mean the stockholders of those plants 4 

Senator Scuoeprent. Or have a contributing or sharing interest in 
them. 

Mr. Symrineron. Well, I would like to study that if I might, sir. 

The CnarrMan. Do you mind my interrupting, Senator é 

Senator Bricker has always been deeply interested in the rubber 
program. During the Eightieth Congress we had a subcommittee on 
rubber and tin and this committee passed all the basic legislation that 
has ever been passed, to my knowledge, on rubber and tin. A question 
was brought up here last vear on extending some of that legislation 
that was referred to the Armed Services Committee and Senator 
Bricker asked me to hold it up, which T did, until this committee was 
satised with what was to be done under the laws that this committee 
passed. I merely want to say for the record that as the chairman of 
this committee I have no intention, and the committee has no intention, 
of giving up any of the authority that they have over rubber and tin 
and their manufacture, ~ since you will be dealing with this com- 
mittee. as the committee. in charge of RFC, we are going to look 
very fully into the tin a rubber situation. That was Senator 
Bricker’s question last vear when the matter came up and as re was 
nothing done in the Senate, and Senator Bricker finally agree to hold 
it up until this committee had no objection to the legislation proposed. 
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We do not want any muisunde rstana gy about the stockpiling programs 
or manutacture or plants Ol anvthing else because this committee 
handles it all where Federal financial aid is involved. As a matter 
of fact. it was this committee that asked the then Secretary- I think 
he was Secretary when we discussed the opening of additional rubber 
plants ind we urged you to do it. although you were doing It. 

Mr. Syminoeron. IT was Chairman of the Re sources Board. 

The Cnarreman. I just wanted to follow through on what Senator 
Schoeppel said about the rubber and tin programs when Senator 
Bricker was chairman of the subcommittee during the Eiehtieth Con 
eress. We sort of got out of the business because it was peacetime and 
we did away W ith the subconimittee. but. if necessary, we will estab 
lish another one, and if not the RFC Subcommittee will certainly 
keep after it. 

I did not mean to interrupt, Senator. but I wanted the record to 
show that. 

Senator Scnoerprer. My second question, Mr. Symington, is this: 
In the record it has been shown that In two Instances W here small com 
panies have been permitted t to partic ipate in the operation of a svn 
thetic-rubber plant the operations have been quite successful. Then 
why should not remaining qualified transportation companies inter- 
ested in rub be oT’. synthetic rub ber, be accorded s mething of an equal 
opportunity to participate in the operation of a plant?’ Again, vou 
may not want to answer that, but I do want that thrown out here 
for consideration. 

Mr. Symineron. I think that applies to the first question. 

Senator Scnorprer. My third penne is: How can the small 
rubbe a obtain the desired techn que, the know how, in the 
manufacture of synthetic rubber unless and until Government 
affords such companies an opportunity to operate or participate in 
the yperation of these Government-owned plants 4 

Mr. Syminoron. My comment would be that IT am relatively igno 
rant on the subject, but I do not think that any of the large companies 
are operating synthetic-rubber plants for their own oa ite interests 
in heavy quantities. Tam probably wrong on that, but if they are, 
then it is another problem of small business as against large business. 

Senator Caremarr. TI say they operate them for the Government 
under a management contract. 

Mr. Syminoron. Isee. That is right. 

Senator Scnorrrer. My fourth question : How would the quali 
fied small rubber companies be in a ever to purchase such Gov 
ernment-owned plants when and if they are sold unless they have 
been afforded some op portunity for experience in the operation of 
such plants? You do recognize that that would be something that 
should be seriously considered, do you not. Mr. Symington ? 

Mr. Symineron. Yes, sir. I think that question clears up a lot of 
vhat was in the former question. 

Senator ScHorpre.. Five: How can we expect the big rubber com- 
panies to voluntarily call in small companies to participate in these 
rubber programs ¢ We have had very bitter criticism for that reason. 
I sometimes feel—and I am no expert in the field and I want to be 
very clear on that point—but there are some grounds, as I view it, 
for justification in that type of criticism. IT think it is something 
you are going to have to pass on as the head of this agency. 


»}” 
I 
' 
hc 





NOMINATION OF W. STUART SYMINGTON 33 


Mr. Symineron. That isa very interesting question. 

Senator ScHorrrer, Number six, and my last one: Should it not be 
the policy of the Government age ra acting on a congressional man- 
date, to require either passers 1 ina certain percentage or opera- 
tion of a synthetic plant by a group of qualified small rubber com- 
panies ¢ In other words, should net the Administrator of the Re- 
construction Finance Corporation direct the Rubber Reserve See- 
tion to carry out the express intent of Congress, and should not the 
Administrator. set —_ quite clearly the uniform policy and pro- 
cedure to be followed by the Rubber Reserve Section in each and 
every instance where a lease is affected for the operation of a Govern- 
ment-owned synthetic plant? T leave that question with you for most 
serious consideration, and T know you are here for the first time be- 
fore this committee, probably not wanting to go back into some of 
the othe r unfortunate details that have happened down the line under 
RFC Ss previous management: but here are a number of questions, 
Mr. Symington, and I do feel some of the smaller rubber or 
in the Sy nthetic field, that have the know-how to vo in, should 1 
ceive some pretty serious « on ration. 

Mr. SYMINGTON. Yes, si 

The Cuamman. Any further questions, gentlemen ? 

If not, I would like to make a part of the record an Associated 
Press story which appeared in the Washington Evening Star on April 
25, to the effect that the production agencies are going to set up a 
defense production inquiry center in the old General Accounting Office 
Building. I might say that as long ago as the February 8 meeting 
of the Joint Committee on Defense Production we requested Mr. 
Wilson to do that to aid businessmen and I am pleased to see that it 
has now been done. 

(The article referred to follows :) 


{From the Washington Star, April 25, 1951] 
CENTER TO ANSWER PRODUCTION INQUIRIES 
(By the Associated Press ) 


The production agencies yesterday announced plans to set up a defense produe- 
tion inquiry center in Washington. 

The aim is to take the pressure off officials whose work is hindered by indivi- 
dual requests for help or information 

The new center will provide a central place for businessmen, or their represent- 
atives in Washington, to get information on the National Production Author- 
ity and the Defense Production Administration. 

It will be in the main loby of the old General Accounting Office Building 
and will start operating about May 1. 

The Cuarrman. Also, Senator Robertson asked for a memorandum 
be prepared by the staff on all the bills that concern the RFC that 
are before us, and in view of the fact that Mr. Symington’s con- 
firmation hearing will be printed, I am going to place that also in 
the record, without objection. 

(The memorandum referred to follows :) 

APRIL 18, 1951. 


Memorandum to the Chairman: 

On. April 16 the committee directed the staff to examine bills pending before 
the committee dealing with the Reconstruction Finance Corporation from two 
aspects: (1) What provision is made for the administration of defense loans; 
(2) what provision is made for winding up or liquidating the Reconstruction 
Finance Corporation. 
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rhe REC Act, as amended, contains the following provisions concerning the 
termination of the Corporation and its liquidation : 


1. Sectic 3 (a) grants the Corporation succession through June 380, 1956, 


unless sooner dissolved by an act of Congress 

2. Section 4 (f) terminates the powers of the Corporation on June 30, 1954 
This section would prevent new loan commitments being made after that date 

3. Section 9 provides that if the powers of the Corporation under section 4 
terminate before the expiration of its succession under section 3, the REC 
Board of Directors shall proceed to liquidate its assets and wind up its affairs. 

t. Section 10 p ovides that if, at the expiration of the Corporation's succession, 
the REC Board of Directors has not completed liquidation and winding up its 
affairs, the duty of completing that job shall be transferred to the Secretary of 
the Treasury No definite time limit is set within which the Secretary of the 
Treasury must liquidate the Corporation, but when he finds that liquidation is 
no longer advantageous to the United States and that all the Corporation’s 
legal obligations have been met, he is to retire any outstanding capital stock, 
pay into the Treasury any unused balance of the RFC’s moneys, and make a 
final report to the Congress. Thereupon the RFC is deemed to be dissolved, 

Keeping these present provisions of the RFC Act in mind, the following 

alysis is presented of bills now pending before the committee : 
S.515, introduced on January 16 by Senator Fulbright, grants the Corporation 
succession through June 380, 1956, unless sooner dissolved by act of Congress. 
llowever, it terminates the lending powers granted to the Corporation on June 
530, 194. It should be noted that in this respect the Fulbright bill is the same 
as the existing law. It is also the same as existing law in providing that, 
upon the termination of the lending powers of the RFC, the RFC Go,yernor is to 
proceed to liquidate its assets and wind up its affairs, and after the expiration 
of the succession of the Corporation this task is to be taken over by the Secretary 
of the Treasury. 

The bill makes no specific provision for defense loans, leaving this to be 
handled under the provisions of the Defense Production Act of 1950.) The bill 
inukes no change in the present administration of the tin, rubber, and abaca 
} rozrams by the REC, 

S. J. Res. 44, introduced March 5 by Senator Kem: Although this resolution 
would dissolve RFC on June 30, 1951, it doesn’t amend section 10 of the RFC 





Act. Consequently the Secretary of the Treasury would presumably fall heir 
to te job of liquidating the RFC after that date. 
The resolution contains no provision which would save the tin, rubber, and abaca 


programs from liquidation, 

fhe resolution makes ne provision for defense loans now being handled in 
part by the REC. Of course, the Defense Production Act of 1950 vests this 
lending power in the President and permits him to delegate to any Government 
agency or corporation (except that he is not permitted to create any new 
corporation). 

1128, introduced on March 14 by Senator Bricker: This bill terminates both 
th» succession of REC and its power to make loans on June 39, 1951. Presumably 
it leaves in effect section 10 of the RFC Act so that liquidation of the Corporation 
would be carried on by the Secretary of the Treasury. 

The bill, however, saves the tin, rubber, and abaca programs from liqu’dation 
by transferring them to the Secretary of Commerce to administer, 

It also amends the Defense Production Act of 1950 to remove from the Presi 
dent the power to make direct defense loans, leaving in him, however, the power 
to make provision for participations in and guaranties of defense loans. The 
hill does not limit the President’s power to delegate these functions but it does 
specify the Secretary of the Interior, the Secretary of Agriculture, or the Gen- 
eral Services Administrator as the effective agents thouch whom the President 
may make provision for Government purchases of metals, minerals, and other 
raw materials and for the encouragement of exploration, development, and 
inining of critical and strategic minerals and metals. 

S. 1116, introduced by Senator Byrd on March 14 for himself and Senators 
Ferguson and Williams: This bill dissolves RFC effective upon passage of the 
hill, but expressly recognizes the continued effect of section 10 of the RFC Act 
imposing upon the Secretary of the Treasury the duty of liquidating the RFC. 
The bill also requires any unused balance of RIC moneys to be used exclusively 
for the reduction of the public debt. 

It further transfers the tin, rubber, and abac4i programs to the Office of 
Defense Mobilization for continued administration. 
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The bill makes no express reference to defense loans, apparently leaving 
them to be handled by those whom the President may delegate under the Defense 
Production Act of 1950. 
S. 514, introduced on January 16 by Senator Fulbright, deals only with the 
appointment of a single Governor in lieu of the Board of Directors of the RFC. F 
WiItLIAM F. MchKkENNA, Counsel. 


SUPPLEMENTAL MEMORANDUM 

S. 1376, introduced on April 24 by Senator Byrd for himself and Senators 
Dricker, Kom, Rowertson, Williams, and #erguson, entitled the “Reconstruction 
Finance Corporation Liquidation Act,” this would terminate the Corporation’s 
lending powers on the date of enactment of the bill and would dissolve the Cor 
poration 120 days following that date. It expressly refers to sections 9 and 10 
of the REC Act providing for liquidation of assets and winding up of affairs of 
the RFC by the REC itself, after the date of enactment of the bill, and by the 
Secretary of the ‘Treasury, after the following 120 days have passed. While pro- 
hibiting the Secretary of the Treasury from extending maturities or renewing 
loans, it does permit the Secretary to allow REC debtors to make interim pay 
ments. It permits the Secretary of the Treasury to use RFC funds for admin- 
istrative expenses to the extent they are made available in appropriation acts 
to the REC or the Secretary of the Treasury. However, no funds connected with 
the administration of the tin, rubber, or abaca programs or the defense loan 
program may be so used by the Secretary of the Treasury in view of other pro 
Visions in the bill concerning the transfer of these programs. Any unused bal 
ance of REC moneys after liquidation shall be paid into the Treasury and 
used only to reduce the public debt. 

the tin, rubber, and abaca programs are transferred to the Secretary of Com 
merce for continued operation. As to the defense loan program under the De 
fense Vroduction Act of 1950, this bill authorizes the President to transfer 
from the RFC to the Secretary of the Treasury, Federal Reserve banks, and 
Hwuy «tier aGepartment or agency of the Government (including any new agency 
be may create) all functions of the REC in connection with this program 
If, however, the President does not effect such transfer within 120 days after 
enactment of the bill, such functions automatically are transferred to the Secre 
tary of the Treasury for operation 

As to the powers of the REC under the Federal Civil Defense Act of 1950, 
the bill provides that the REC shall continue to exercise them until 120 days 
after enactment of the bill; thereafter they are transferred to the Secretary of 
the Treasury for operation. A special provision of the bill directs RFC to 
transfer to the Air Force, without reimbursement, the North Grafton, Mass., 
industrial plant (Plancor 2304). The bill further provides that no proceeding 
neainst Kh’ shall abate when the li-e of the Corporation ends and allows the 
court within 12 months after that date to permit the action to be maintained 
ngainst the Government agency then performing the RFC: functions involved 
in the suit 

The REC Administrator is revuired to make a report to the Congress upon 
the termination of the life of the RFC, and quarterly reports are required from 
the Secretary of the Treasury while he is liquidating the Corporation, 

The CuairMan. There is one other question that I think we ought 
to act upon now, and that is the question of the RFC Subcommittee's 
special Staff. It does not have any more money. I talked to several 
of the Senators, and as I understand—— 

Senator Carenartr. Will the Senator yield / 

The CHarrMan. Yes. 

Senator Caprnartr. I suggest we make an application for a loan 
from RFC to get the money to investigate RFC. That is what every- 
body else does when they run out of money. 

The CnarrMan. We will have to have Mr. Symington confirmed, 
first. 

Is there any objection to allotting $10,000 ¢ 

The Chair hears none, and it is so ordered. 

The committee will go into executive session at this time. 

(Whereupon, at 12:05 p. m., the committee went into executive 
session. ) 


x 
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